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applicant’s attorney, architect, prop-
erty manager, etc. Examples of super-
vision include: 

(1) Organizational meetings to dis-
cuss needs, services available, owner 
obligations, and to establish organiza-
tional committees. 

(2) Preapplication and application 
conferences. 

(3) Preconstruction conferences to 
reach an understanding regarding re-
sponsibilities and the manner in which 
development will be performed. The ap-
plicant at this point should be made 
fully aware of the responsibilities de-
tailed in § 1930.103 of this subpart. 

(4) Preloan and/or grant closing con-
ferences to review requirements of the 
loan resolution or agreement, closing 
requirements, and management plan 
and to establish responsibilities for the 
operation of the project. The applicant 
at this point should be made fully 
aware of the responsibilities entailed 
in § 1930.103 of this subpart. 

(5) Preoccupancy conferences to re-
view the management plan, marketing 
plan, and the general readiness of 
project facilities, recordkeeping sys-
tems, renting or occupancy procedures, 
and personnel assignments to begin 
project operation. This conference will 
be conducted according to § 1944.235(h) 
of subpart E of part 1944 of this chap-
ter. 

(b) Borrowers who have yet to dem-
onstrate their ability and borrowers with 
problems. When the borrower is estab-
lishing its operations, or when bor-
rowers are delinquent, or have other 
difficulties, supervisory guidance will 
include: 

(1) Implementation and/or review for 
compliance with the management plan. 

(2) Establishment and maintenance 
of a financial recordkeeping and re-
porting system. 

(3) Compliance with the requirements 
of the loan agreement or loan resolu-
tion. 

(4) Review of annual audit and budget 
requirements. 

(5) Any other supervision that may 
be necessary to assure effective and 
successful operation of the project. 

(6) A requirement that the borrower 
contract with a management firm with 
proven background and/or experience 
in property management. In the case of 

cooperative housing, this stipulation 
will apply only when it has been deter-
mined that the cooperative is unable to 
manage itself. 

(c) Borrowers who have demonstrated 
ability. Supervision will consist of at 
least an annual review of budgets and 
other management reports according 
to § 1930.122, and a triennial supervisory 
visit according to § 1930.119 of this sub-
part when the borrower is: 

(1) Successful in completing a first 
full fiscal year of operation. 

(2) Current with loan payments. 
(3) In compliance with other loan or 

grant requirements. 
(4) Maintaining the security in a sat-

isfactory manner. 
(5) Otherwise progressing satisfac-

torily.

§§ 1930.111–1930.112 [Reserved]

§ 1930.113 Borrower responsibilities. 
Borrower responsibilities are de-

scribed in paragraph III of exhibit B of 
this subpart.

§§ 1930.114–1930.116 [Reserved]

§ 1930.117 Agency responsibilities. 
Effective supervision requires FmHA 

or its successor agency under Public 
Law 103–354 employees to be familiar 
with the various types of borrowers 
and their management plan; to commu-
nicate effectively with borrowers and 
their management agent, when appli-
cable; and to provide guidance in the 
operation and management of MFH 
projects. 

(a) Servicing Official. Servicing Offi-
cials are responsible for effective bor-
rower supervision. Servicing Officials 
will: 

(1) Organize their work and the work 
of their staffs in order that time is 
used effectively in providing borrower 
supervision and place emphasis on su-
pervisory visits and review of borrower 
management reports. 

(2) Emphasize to the borrower and/or 
the borrower’s management agent that 
they, not FmHA or its successor agen-
cy under Public Law 103–354, are re-
sponsible for managing the project, 
planning and following budgets within 
acceptable tolerance, collecting rents 
or occupancy charges, repaying the 
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loan on schedule, budgeting for ade-
quate project operations and mainte-
nance; and for compliance with any 
loan or grant agreement or resolution, 
State laws, and other FmHA or its suc-
cessor agency under Public Law 103–354 
requirements. 

(3) Monitor all provisions or condi-
tions of the FmHA or its successor 
agency under Public Law 103–354 ap-
proval documents to ensure that they 
are fully complied with throughout the 
life of the project. 

(4) Monitor the borrowers’ compli-
ance with FmHA or its successor agen-
cy under Public Law 103–354 regula-
tions concerning real property tax, in-
surance, bonding, security, budgeting, 
and reporting requirements. 

(5) Systematically monitor response 
to OIG report findings at specific inter-
vals and/or during routine supervisory 
visits, compliance reviews, and phys-
ical inspections. 

(6) Assure that borrower financing 
statements are continued and not al-
lowed to lapse. 

(7) Have each borrower designate a 
representative to serve as its contact 
source for Agency communication on 
project related matters. 

(8) Become familiar with the bor-
rower’s bylaws or other rules and regu-
lations when necessary to assure com-
pliance with FmHA or its successor 
agency under Public Law 103–354 pro-
gram civil rights and Fair Housing Act 
requirements. 

(9) Provide borrower governing bodies 
with suggestions for information dis-
tribution that may be helpful in keep-
ing the membership in touch with ac-
tivities to increase and maintain mem-
bership interest. 

(10) Provide informed advice and 
guidance to borrowers as needed. 

(11) Identify problem borrower ac-
counts and initiate servicing plans in-
cluding workout agreements with the 
borrower according to exhibit F of sub-
part B of part 1965 of this chapter. 

(12) Gather, maintain, analyze, and 
distribute a database of actual MFH 
operation and maintenance expense for 
determination of expense reasonable-
ness that reflects variables of project 
operation and characteristics. 

(13) Avoid doing any of the following: 

(i) Try to run the borrower’s busi-
ness. 

(ii) Take charge of the borrower’s 
meetings. 

(iii) Attempt to supervise the bor-
rower only through its attorney, archi-
tect, or management agent. 

(iv) Presume that projects without 
adverse complaints do not require mon-
itoring and/or supervision by FmHA or 
its successor agency under Public Law 
103–354. 

(b) State Director. State Directors 
will: 

(1) Coordinate and direct supervisory 
activities related to borrowers and per-
form other functions as prescribed by 
this subpart. 

(2) Provide guidance and leadership 
to assure that the State staff and Serv-
icing staff thoroughly understand and 
carry out their responsibilities. 

(3) Develop and conduct training pro-
grams necessary to assure that FmHA 
or its successor agency under Public 
Law 103–354 personnel are kept up-to-
date regarding the most effective su-
pervisory methods, that the proper 
time is allotted to supervision, and 
that borrowers receive adequate super-
vision and financial counseling. 

(4) Establish and maintain a system 
to monitor followup to findings in OIG 
reports, supervisory visits, compliance 
reviews, physical inspections, or other 
factual sources. 

(5) Maintain necessary liaison with 
the OGC. 

(6) Maintain necessary liaison with 
State and local authorities, agencies, 
and other organizations. For example, 
in the case of projects benefiting the 
elderly, it is essential that liaison be 
maintained with the aging network 
such as State and Area Agencies on 
Aging to assure that available support 
services are offered to or accessible by 
the tenants. 

(7) Maintain and update State Office 
records for effective program super-
vision and evaluation. 

(8) Assist the Servicing Official in de-
veloping a realistic plan to resolve 
project operational problems. 

(c) State staff. State staff members 
who are designated by the State Direc-
tor as MFH Servicing Officials respon-
sible for supervision of borrowers cov-
ered by this subpart will: 
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(1) Continuously monitor supervisory 
and account servicing activities and 
borrower status to assure that each 
project is receiving timely and effec-
tive supervision. 

(2) Train staff to effectively perform 
the required supervisory and account 
servicing activities, and to provide in-
formed guidance in sound operation 
and management policies. The assist-
ance of the aging network such as 
State and Area Agencies on Aging 
should be sought in connection with 
training which pertains to the manage-
ment of services to the elderly. 

(3) Post review closing of loans and 
grants to determine that they have 
been properly closed. 

(4) Visit a sufficient number of 
projects to assure that proper super-
vision and account servicing is being 
provided. 

(5) Assemble, analyze, and distribute 
a statewide database of actual MFH op-
eration and maintenance costs for de-
termination of cost reasonableness 
that reflects variable characteristics of 
project operation.

§ 1930.118 [Reserved]

§ 1930.119 Supervisory visits, compli-
ance reviews, and inspections. 

(a) Purpose. Servicing Officials and 
other FmHA or its successor agency 
under Public Law 103–354 authorized 
persons will visit the MFH project site, 
including the management office, as 
necessary to accomplish the objectives 
of the loan or grant. Following are the 
major purposes for which visits may be 
made: 

(1) To assist with satisfactory devel-
opment of the project. 

(2) To evaulate the management pro-
gram of the project pursuant to exhibit 
B of this subpart, such as: 

(i) Adherence to the management 
plan. 

(ii) Compliance with the manage-
ment agreement when applicable. 

(iii) To review compliance with the 
Affirmative Fair Housing Marketing 
Plan and/or the Equal Opportunity re-
quirements of title VI of the Civil 
Rights Acts of 1964, the Civil Rights 
Act of 1968 as amended by the Fair 
Housing Amendments Act of 1988, sec-
tion 504 of the Rehabilitation Act of 

1973, and the Age Discrimination Act of 
1975. 

(3) To review borrower records and 
verify required compliance and infor-
mation, such as: 

(i) Tenant or member eligibility. 
(ii) Tenant or member income. 
(iii) Tenant or member selection cri-

teria. 
(iv) Waiting lists. 
(v) Rental or occupancy rates are in 

accordance with an FmHA or its suc-
cessor agency under Public Law 103–354 
approved budget. 

(vi) Other necessary items. 
(4) To inspect and ascertain proper 

maintenance and assure protection of 
the security for the FmHA or its suc-
cessor agency under Public Law 103–354 
loan. 

(5) To determine if the project is 
being operated according to the ap-
proved budget. 

(6) To determine that borrower and/
or borrower’s managment agent is fully 
complying with all provisions and con-
ditions of the approval document re-
garding site development and use re-
strictions. 

(7) In the case of all LH borrowers, 
including on-farm LH, to determine 
that the housing is serving domestic 
farm laborers, as defined by paragraph 
II of exhibit B of this subpart, and that 
the LH housing provided is decent, 
safe, and sanitary. 

(b) Frequency and standards. Visits 
will be made as follows: 

(1) Supervisory visits will be made as 
needed to assure compliance with 
FmHA or its successor agency under 
Public Law 103–354 policies and objec-
tives. A Servicing staff person or other 
FmHA or its successor agency under 
Public Law 103–354 authorized person 
will perform a post rent-up or occu-
pancy visit before the end of the first 
90 days of operation; and a thorough 
supervisory visit no later than 12 
months following the post occupancy 
visit, and at least every 36 months 
thereafter at each project. 

(i) More frequent visits to delinquent 
or problem projects, irrespective of 
loan type, should be scheduled as need-
ed. 

(ii) In the case of borrowers with on-
farm LH unit(s) or LH borrowers pro-
viding seasonal farm labor housing, 
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